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T N Soong & Co

China Steel Corporation

Financial Statements for the Years Ended December 31, 2001 and 2000

Together with Independent Auditors’ Report

02 -2 B

The reader is advised that these financial statements have been prepared originally in
Chinese. In the event of a conflict between these financial statements and the original
Chinese version or difference in interpretation between the two versions, the Chinese
language financial statements shall prevail.




TN Soong & Co

12th Floor
156 Min Sheng E. Road Sec. 3
Taipei, Taiwan, ROC

Te|:886-2-2545-9988
Fax:886-2-2545-3966

Independent Auditors’ Report

The Board of Directors and Stockholders
China Steel Corporation

We have audited the accompanying balance sheets of China Steel Corporation (the
Corporation) as of December 31, 2001 and 2000, and the related statements of income,
changes in stockholders’ equity and cash flows for the years then ended. These financial
statements are the responsibility of the Corporation’s management. Our responsibility is
to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Regulations for Audit of Financial Statements
by Certified Public Accountants and auditing standards generally accepted in the Republic
of China. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to in the first paragraph present fairly, in
all material respects, the financial position of the Corporation as of December 31, 2001 and
2000, and the results of its operations and its cash flows for the years then ended in
conformity with Guidelines for Securities Issuers’ Financial Reporting and generally
accepted accounting principles in the Republic of China.

The consolidated financial statements have been prepared by the Corporation and we have
issued an ynqualified audit report on the consolidated financial statements.

e C

January 25, 2002
Notice to Readers

The accompanying financial statements are intended only to present the financial position,
results of operations and cash flows in accordance with accounting principles and

. practices generally accepted in the Republic of China and not those of any other
jurisdictions. The standards, procedures and practices to audit such financial statements
are those generally accepted applied in the Republic of China.
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nelish Translation

CHINA STEEL CORPORATION

STATEMENTS OF INCOME

inancial Statements Originall

ssued in Chinese

(In Thousand New Taiwan Dollars, Except Earnings Per Common Share)

REVENUES (Notes 2 and 16)
COST OF REVENUES (Note 16)
GROSS PROFIT

OPERATING EXPENSES
Selling

General and administrative
Research and development
Total Operating Expenses

INCOME FROM OPERATIONS

NON-OPERATING INCOME
Interest

Investment income (Note 5)
Other

Total Non-Operating Income

NON-OPERATING EXPENSES
Interest (Notes 6 and 16)
Investment loss (Note 5)

Other

Total Non-Operating Expenses

INCOME BEFORE INCOME TAX

INCOME TAX (Notes 2 and 13)
NET INCOME

(Forward)

Year Ended December 31

2001 2000
Amount % Amount %
$ 85,101,266 100 $100,634,849 100
73,223,833 _86 74724305 _74
11877433 _14 25,910,54 26
1,602,713 2 1,777,245 2
2,030,550 2 2,055,655 2
850640 _ 1 ____ 856301 _-1
4483903 _ 5 __ 4689201 _5
7393530 _9 _21221343 _21
660,107 1 1,140,795 1
4,081,649 5 2,053,155 2
969223 _1 ___ 717964 _1
_ 5710979 _7 __3911914 _ 4
2,732,813 3 3,223,830 3
1,611,175 2 - -
_ 353722 _1 ___ 303880 _1
_ 4697710 _6 527,710 _ 4
8,406,799 10 21,605,547 21
47.0 _1 3024012 _ 3
$ 7459750 _ 9 $ 18,581,535 _18



English Translation of Financial Statements Originally Issued in Chinese

EARNINGS PER COMMON SHARE

(Note 15)

Based on weighted average number of
outstanding common shares of 9,031,243
thousand and 8,748,363 thousand for
the year ended December 31, 2001
and 2000, respectively, after deducting the
respective preferred stock dividends of
$66,875 and $66,888 :

Based on weighted average number of
outstanding common shares of 9,061,168
thousand after giving retroactive
adjustment for stocks issued for
dividends anid bonus to employees

ICTEN

o
¥

E

= ' The accompanying:notes are an integral part of the financial statements.
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CHINA STEEL CORPORATION

STATEMENTS OF CASH FLOWS

(In Thousand New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Depreciation
Amortization
Deferred tax
Reversal of allowance for doubtful accounts
Reversal of allowance for loss on inventories
Investment loss (income) under equity method
Loss on disposal of properties
Cash dividends on long-term investments under equity
method

Gain on disposal of long-term investments
Gain on disposal of short-term investments
Amortization and exchange gain of forward exchange
Changes in operating assets and liabilities

Notes receivable

Accounts receivable

Inventories

Other current assets

Accounts payable

Income tax payable

Other payable

Other current liabilities
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Increase in short-term investments

Increase in long-term investments

Acquisition of properties

Increase in other assets

Proceeds from disposal of long-term investments
Increase in pledged time deposits

Net Cash Used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES

Cash dividends

Increase (decrease) in commercial papers payable

Increase (decrease) in short-term bank loans and overdrafts
Increase (decrease) in long-term debts

Purchases of treasury stock

Decrease in payable on properties purchased

(Forward)

(

(
(

(

(
(
(
(

(
(

(

Year Ended December 31

2001 2000
$ 7,459,750  $18,581,535
11,954,277 12,096,839
648,429 570,418
107,786) (  577,691)
615) -
241,685) (  197,356)
1,623,266 ( 253,647}
43,865 38,813
148,894 126,831
- ( 1,541,563)
4,081,649) (  244,225)
33,141) (  18,949)
182,633 81,668
87,424) (  585504)
934,393 ( 4,117,684)
827,578) 208,313
19,680 167,726
3,339,555) 2,089,147
1,250,553) 1,652,380

—234912 (__247163)
13280113 _27.829.886

917,378) (
2,617,955) (
5,738,543) (
1,622,360) (

4,499,078)
9,177,850)
2,494,358
1,431,018)
1,954,120
77.299)

600.006) (
_11.496.236) (

13,180,003) (
1,750,333 (
3,014,880 (
2,546,834)
1,905,059)

4,202) (

15.725.483)

11,150,096

5,220,887

692,579)
719,762

498,995)




English Translation of Financial Statements Originally Issued in Chinese

Increase (decrease) in bonds payable $ 238,000 ($  41,000)
Bonus to directors and supervisors . . : L 48,913) ( 39,056)
Net increase (decrease) in cash from purchased forward

exchange « »~ -7 T 38478 ( 12.541)
Net Cash Used in Fmancmg Actlvrhes (_12.643.320) (_16,935,392)

NET DECREASE IN CASH AND CASH
EQUIVALENTS ( 10,859,443} (: 4,830,989)

“CASHAND CASH EQUIVALENTS; BEGINNING OF . =i oo o
YEAR 15161618 - _-19.992,607

":CASH AND CASI—I EQUIVALENTS END OF.YEAR:>u ». 1.$-4,302:175 -~ $15,161,618
\ FRHN ERE LR LETTL ) .:1f.='r.:'t IV LA S e
SUPPLEMENTAL INF@RMATIQNu ;4«’1‘.57.::7::.;:: R s LA ST LTI
Interest paid, excluding capitalized amounts $ 2,952,306 $ 3,276,364
Income tax paid
Payment for prior years” income taxes-i* . 7700 /27 $3,088,787. .. $.1,238,141
Prepayment and withholding 1,263,214 172,928
1+~ Tax oninterest from commercrallpapers e 42380005 101,487
PSSR INIELIN s SIS SENTESI Ol N I SR LV STN L B0 IS SARNE - PPN I e Tl
i 4;94!;90 $ 15512!559
NON-CASH INVESTING AND FINANCING ACTIVITIES wir no ol

Long-term habrhhes due wrthm one year u&;&iﬂ i_};&@
roo mogregn on v ; 2 R B T e IR o e S S S S SRR SRV e LT
SUPPLEMENTAL INFORMATION FOR SUBSIDIARIES
ACQUIRED
Fair value of assets and liabilities of subsidiaries acquired .. ...t woorec.. 0o
Cash $ - 5 9
Long-term mvestment§ Shoral ot e e Ao e s 001,597,253
Cthers - =~ ¢ .l Tt U e s e oyt eoam =T w75
Lrabrhtres R T PR ot e w1 90)
1,597,247
" Shareholdings acquired: -+l et oy b ees 0 om0 x D 99.44%
N L A T S T P L T TiomteT .-1,588,302
Deferred credit ( 210,977 )
Contract price paid (Note 5) 1,377,325
Cash balances based on shareholdmgs acqulred = | 9)

L i

Fo g

LN el H

Cashpald ST SIS Y e T ... 2 %$-1377.316

AN SR SR TR T 0 s B -
: » -3.': .,
A ts PR SR LI C S TS TR LV LIRS HYe L BRSPS SIE . .
RS The accompanymg #iotes ate.an mtegral part of the fmancral statements.
.ia,_f‘ L ST WTET T AR L » cel :




nglish Translation of Financial Statements Originally.Issued in Chinese

CHINA STEEL CORPORATION

NOTES TO FINANCIAL STATEMENTS. | - .. .. &
December 31, 2001 and 2000 .. R T R
(In Thousand New Taiwan Dollars, Unless Spec1f1ed Otherwrse) e

S .,‘t ,4.41_ Voo L
le}

~

1. GENERAL + ¢ = . R Lo

The Corporation was incorporated in December=1971. ! It manufactures and sells steel
products. i flZl -

- The Corporation’s_stock is listed and traded it the:Tajwan: Stock Exchiange. - -As of
December 31, 2001, the Ministry of Economic Affairs, Republic of China (MOEA - ROC)
holds 40 9% of the Corporatlon s outstanding comménstocks. . ¢ 1 T T A3

134 1 1 r . v
e O L frepen ooy s dep o RS SR . PR
AT ESLE S fole s £ w’,‘,-?\b.f;fl‘l'fl L IRU VAL I 1 A

L AT Al s SR AN '«—

TIie srgmflcant _accountmg policies of the: Cprporatron ‘which conform to generally
accepted accounting principles in the Repubhc of China, are summarized below.

Cgsh quivalent§ e G B P | i’l'//‘ T A '43,-’\:;-1’5"[')

AL gl ell EERRN T oY S A LR K30 (4 B el PR IPOU
Cash equivalents represent commerc1al papers matured w1th1n three months from

investing date. e TR ITE S O VA A T T T T g

RN Y ERE

Short-term investments St ennLILiee ot o paon O e e aan s s om0

Short-term investments, representing bond funds, stocks listed and traded in the
Taiwan Stock Exchange, and commercial papers matured over three months from
investing date, are stated at the lower of weighted average cost or market value.
-Market value represents net assets value of trust funds on.balance sheet date;~or
monthly average price of listed stocks in the latest month of the period.

Inventorie Cen T ey
- sorhannniiae o Dees Do i e
Inventories consist of raw materials, supplies, fuel finished products, work in process,
by-products and _construction in progress. The construction revenues are recognized
by the percentage-of-completion method, and the construction in progress is valued by
the costs incurred plus (less) the estimated gain (loss). Other inventories are stated at
the lower of weighted moving average cost or market value. Market value represents
net realizable- value. for finished -products, semi-finished: products, by-products and
construction in progress, and replacement costs for raw materials, supplies and fuel.




ress:

“a

g Sy .
A S L U S

Long-term investment

Long-term stock investments for which the Corporation owns 20% or more of the

tiyoting shares'of the investee or has significant influerice on the investees are accounted

for by equity methéd: When the equity method is initially applied or when a stock is
acquired, the difference between the carrying value of an investment and the
proportionate equity in the net assets of the investee is amortized over five years.
Investment gains or losses are recognized quarterly, unrealized gains or losses arising

" ffom “transactions with “investéés -and from -transactions between investées are

eliminated: “Cash dividends recéived from investees are recorded as a deduction in the
inveéstient cdirying “value:. Transldtion adjustments, unrealized loss on long-term
investments of investees and unrecognized net'loss on: pension cost are recognized
proportionately by the Corporation's shareholdings. Stock dividends received are
accounted for only as increases in number of shares held. When theinvestee issues
addmonal shares, and if the Corporation does not acquire the proportionate shares, as
-a result, the' Corporaticn’s perCentage« of “ownership -is .changed. - The difference
between the long-term’ iV éstineit “sccounts and: the: proportionate. shares in the
-investees™! niet ‘assets "shall-be: ad]usted to-the capital'surplus or:to. unappropriated
“-earmings if the capital-surphis'is insufficient to be offset..:’lf the market-prices of

"I investees decline &gmfrcantly”and ot temporarlly the investment! loss: should be

“fecognized as realized 10¢s iri the Samé year. = '~ =70 Lo oo 0
RIS o ST EERNRLII e L4~ I L y

Other investments are accounted for by cost method

n Peal Dol v o1 Bebhls ann s 0 a0 Yy ey 4

Properties and o‘ther assets RTINS

+ - Properties and other assets (Ieased assets) are stated at cost or cost plus .appreciation,
less ‘accumulated dépreciation: -~ ntérest -expense arised i from the -purchase or

“ *-conétruction of such proprtiés isicapitalized ds cost.~ Major additions, renewals and

betterments are capitalized %hile maintenance and repairs are expensed currently.

Depreciation on properties is provided by the straight-line method based on estimated
.average service lives as follows: land improvements, 5-40 years; buildings and
1mprovements, 20-60 years' machmery and -equipment, 3-25 years, transportation
‘equipment, '3-25 years, ‘miscéllarieous equipmient; 3-15 years. = Depreciation on
ap]prec1at10n is provided by the straight-line method cver the remaining service lives of
the revalued assets. Wher & property reaches its original service life but is still in use,
“its’ residual value shall ‘be' further deprec1ated over 1ts reestrmated remammg service
*iilifé until fully depreciated. E C

Depreciation on machinery and equipment leased to the Corporation’s affiliate (under
other assets-leased assets) is provided by the working hours method.

Upon sale or disposal of properties, the related cost, appreciation and accumulated
depreciation are removed from the accounts. Gains or losses on the retirement or
disposal of properties are credited or charged to current income and any such gains
incurred before 2000, net of applicable income tax, are transferred later to capital
surplus in the same year. This change in accounting principles has no significant
influence on financial statements.
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ale
Sales are recognized as follows: Domestic -, when products are_delivered;qff the
Corporation’s premises; export - when:products are loaded aboard vessels. - .;;

r. e Lt L e

Pension - : Ll ST A SUEE T R L Y PRSI NN TIY

Pension costs are recognized based on dctuarial.calculations (Note 14).. The difference
between the pension costs recognized and the.amount appropriated to a special fund is
recognized as’accrued pension habihtles LPensjon benefits paid in excess -of the fund
and accrual are charged toexpense. . oo-vinrerr s oo el o 0 oyt

Fak . NI ¢ e T M H . r P
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: Income tax is prov1ded on mterpemod alleca,ta@;’t basis, 1+  Tax_ effects on, deductxble

- temporary differences; and unused. tax credits. are; recogmzed as defered. income tax

s irasset;; Valuation allowance is provided, for, deferredtax assets which.are not certain to
;.be; reahzed Tax effects. of taxable temporary: chfferences are recognized as deferred tax

g =11ab111ty Deferred tax asset &r habihty is-classified as current or noncurrent based on

the classification of the related asset or llab;hty, otherwise; it shall be classxﬁed
according to the expected reversal time period.

cets ml -

ot v s o e GG pdrr et vy pa i
Ad]ustments of prior years tax hablhtxes are added to or deducted from the current
year’s tax provision. pioennTadl Lo et

- 'Annual earnings shall be appropriated by.the Corporation’s shareholders” resolution in

the.next.year. The_ unappropriated earnings, asodetermined by the tax, regulations,

'shall be subject to 10% income taxes. ‘Such-taxes,aze, recorded as expenses. after the

shareholders resolve that the earnings, shall be retamead i it vt o

-curre, transactio S T U TN v . -~

LA e T Ly - PRSI
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Forelgn-currency transactlons except derxvattve fmanC1al mstruments are recorded m
New: Taiwan dollars at the rates of exchange in- effect when the- transachons .occur.
Gains or losses resulting from-the. apphcatron of .different forelgn exchange rates when

foreign-currency receivables and payables are.settled. will be ¢redited or vcha{ged to

income in the year of settlement. At the balance sheet date, foreignscurrency assets and
liabilities are restated at the prevailing exchange rates .and resultmg ad]ustments are
credited or charged to income.

2k Lo (S O LF A
00 nol b vve e o
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Derivative financial instruments

- Forward exchange transactions entered into as hedge for foreign-currency net assets or
-*»7 riet liabilities are recorded in New Taiwan dollars at the spot rates on the date of each
- - forward contract. The effects of the differences between spot rates and forward rates
are amortized over the period of each forward contract and recognized as gains or
losses Year-end balances of forward exchange contracts are restated at the prevailing
Exchange gains or losses on forward exchange transactions entered-into as hedge for

' foreigni-currency commitment§ ate’deferred as adjustments to prices of transactions.

L L T R S

— PN B R

“The related receivable and payablé balances for forward contracts are netted against
each other and the resultmg balance i is accounted for ‘as either current asset or liability.

SO e A

IIQS_ILI;/_S_tOCkS ATV BT RS T4
9 e S Ulo L0 CoLT L e
Treasury stocks are stated at cost, and its book value- 1s .recorded as. a deductron of
stockhelders’ equity.” Eolianad N ST T
3 SHORT-TERM INVESTMENTS o i 2001‘ ""1 2000
Bond funds ' $11 239 068 te $. 4,615,741
Commercial papers . 08707 'i' ntlores a3 127,562
Stocks listed and traded in the Tarwan Stock Exchange 19 7 456.7:1.5 2,464,194
S . fod AT : 3 SRS
Ry . grzszggssz §€ 7,207,497
4 INVENTORIES . SN 2001 s 2000
Frmshed products - $ 4, 725 721 - $: 6,093,340
" ‘Work in process ' - 6,764,375- ' 5,778,041
By products » purlocesn - 46,540 o 24,116
“ Raw materials : L 3,002,420 - 3,520,171
Supphes o ) o . ... 3,265,255 " .. 3,072,777
«< Fuel =% 7 - " e <. . 78,605. 73,962
Materlals in transit and unallocated freight expenses "L 624,558 - : 783,248
45.Others " s RIERAS - 96,212
. 18,507,474 . 19,441,867
Allowance for loss o 135.853 377.538
ot v P TR - .
} ~ , - i 1 7 6 1 $19.064329
o ’ ) ._’ rzc'ij\ o ’:,l j{. Lo e

wozlfam s aal o
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(Forward)

2000
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5. LONG-TERM INVESTMENTS 2001
% of %6 of
Owner-,: . Owner—
Am_u___ _Lh;p__ _A_m__t_ _th_p_
Stocks - under equity. method S afh e -
China Steel Express Corporation .. - * rrae 'f T T
(CSE).. .+ noilin wun i 93} 5519 92L 3 100 =% 4,,413;4181 - 100
< C.S. Alummum Corporahon 5 S I AT A TIPS e
(CAQ) : 5 598 8% 98‘ 5,356,052 .., 98
Gains Investment Corporanon
(GIC) - mn PSR '4 189,482 -.¢-100,,. -, 4,312,754 . -100
Chma Prospenty‘Developmentv S napted a0 el e
Corporation (CPDC) 4, 090 900 100 4,085,176 100
Kaohsiung Rapid Transit aA v i sl
Corporation (KRTC) 3,012,620 37 1,475,890 31
-+%:China Steel Asia Pacific Holdings ! .15 i2n2 rn bt o o, o0 T
Pte. Ltd. (CSAPH) 1, 646 053 100 - :,, .. 1,631,167, .-100
Taisil Electronic Materials
Corporation (TEM) 1,009,937 35 1,047,510 35
"’ China Steel Global Trading ST AT R S E CEIR
Corporation (CSGT) 861,286 100 738,892 100
-7 ».» ChinarSteel Machinery NS NI
#2701 Corporation (CSMC) 803 300 100 - nepm ineg o -
* .27 ChinaSteel Chemicals-rin g 1 i e TR T I IR P T
Corporation (CSCC) “ 778 433 31 717,423 31
= Kuei Yi Industrial Co. (KYIC) 592,916 30 923,655 30
China Hi-ment Corporation
(CHQC) 480,268 20 460, 901 32
- China Steel Structure PR
Corporation (CS5C) 465,463 18 416, 112 18
- Info-Champ Systems Corporation P 0
(ICSC) 462,204 100 377 510 100
China Ecotek Corporation .
(CEC) .. 365,502 36 364,228,‘,,,;:.; 36
Yieh Loong Enterprises S
Corporation (YLEC) 249,768 24 2,399,469 . .3 24
China Steel Security Corporation, Lo ilra e i
(CSS) ’ 193,051 100 183 380 4,100
Goang Yaw Investment
~ Corporation and other e gk
eight companies 168,097 100 1,162,983 100
Hi-mag Magnetic Corporation
(HMC) 103,571 50 119,287 50
GenMont Biotech Inc. (GMB) 60,990 17 - -
30,562,653 30,185,570



Stocks - under cost method ‘
Eastern Broadband IR L P T

Telecommunications Co., Ltd. $ 1,200,000 2 $ 1, 200 000 2
~'Industrial Bank of Taiwan - <~ . .- 1, 000 000 -4« . ~1,000,000 4
Tang Eng Iron Works e T
Corporation 597 214 9 597,214 9
- .CDIB.&Partners Investment
... Holding Corporation
B (Southeast Asia Investment
~"*7- Holding Corporation) 500,000 5 500,000 5
i " Overseas Investment &
T Development Corporation 50,000 6 50,000 . 6
'-""" MaruithiSteel Tube Ltd. 715,550 2 757,920..- . 2
-+~ Advariced Material Technology T
T cor@}j‘faﬁon 182,200 3 182,200 3
T e 4,244,964 4,287,334+
1 Prepayments for investments Ll
' '+ CDIB BioScience Ventures I, Inc. 120,000 -~
= .Others Pt 98.794 31 ,643' L
e s ot §35 006 410 - §3g!504!547

Paalo gy
. e dn- February 2000, the Corporation acquired 100% shares of Goang Yaw Investment
= Corporahon (GYIC) and other eight investment companies, which totally ownéed'22.5%
_ shares of YLEC, with amount of $1,377,325. Based on the acquisition agréeniént, the
Corporatlon has the power for the management and operation of YLEC. In June 2000,
YLEC mcreased its capital by 350,000 thousand shares with amounts of $3,500,000, and
" the Corporatlon subscribed 271,487 thousand shares, with amounts of $2,714,874. As
=~ -of-December 31,.2001, the Corporation owned 24.1% shares directly and 15.9% shares
mchrectly of YLEC Consequently, the Corporation owned 40% shares of YLEC in
- substance. " T
' “In ‘November 2000 thé Corporation obtained the approval.from the government to
'J o mcorporate China’ Steel *Asia’ PAcific’ Holdings Pte. Ltd. (CSAPH) in Singapore, a
holdmg Company 'with - cap1tal of $1,631,167:(US$49,290 thousands). The CSAP
S acqmred the shareholdmgs of Ornastéel Enterprise Corporation (M) Sdn. Bhd. (70%)
““and Group Steel-Corporatién- (M) Sdn. Bhd. (60%), both are Malaysian companies,
“from several shareholders, “at-the ‘respective price of $I, 012 287 and $607 372
(MYR115 780 thousands and MYR69 468 thousands) ;

UL

In Marcf\ 2000, the Corporaﬂon SOld its shares of MCL at the price of $1,960,000,
resultmg in a gain of $1,541,563, net of securities trading taxes:

n September 2001, the Corporahon mcorporated CSMC,:a wholly-owned ‘subsidiary,
~ with' amount of $799 930 Thig submdlary is mainly- engaged in the: manufacture, sales

and maintenance of machinery and equipment.

In September 2001, the Corporation invested in GenMont Biotech Inc. with amount of
$60,000, representing 16.7% shareholdings.

.13
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In December 2001, capital increase plans of GIC, KRTC and KYIC have been approved
by the Board of Directors. The upper limit of capital increase, is $2,150,000 and the
implement schedule depends on that of investees. -

Investment income or losses qunder equity method .are recogmzed based on the

investees' audited financial statements as follows: PO
rrinte b 2000 - 2000

CSE oo $1078403 . $ 985,303
GIC - e (rronit e - 238,318, ., 598,734
CAC S 172057.. . 386,613
csce : EREReE: ma»;-..,»{f_,-,; ‘1.52',,449, ~ 173,069
CSGT ¢ . ' ’ daooe, rr 02,891 80,446
ICSC ool ‘-};,: (o, ye 784, 691 27,590
CssC.. . o - 7 051 16,578
CHCG .. i CaL - 38,127 51,468
CEC Riieniin e 1221656 Loy 401024
CsS L e sal e Do o oe 9072 ‘ 1,978
CPDC -~ e 5724 .. 3,934
CSMC 3,370 -
Goarg Yaw Inyestment Corporation and other eight

994,887) (  169,637)
o 1566,124) ;( -,1346,492)
.1330,739). ( 1,804,791)

companies

E - 70,166)- .-

CTEM E T T L e e .. 37573) ... 254599
HMC- 7. T 15763) 3,341
KRTC.. . +2510) ( @9,110)
- 0522) L -

Ry FER R Tt S RN BN it SN

($__38884) § 253647

The Corporation has invested in-KYIC with 30%, shareholdings. Preliminarily, the

: Corporanon recognized the investment. income or.loss: based on KYIC's.preceding

year’s audited financial statements. "In: September 2000,, K)(IC occurred a serious
management fraud which caused fmanc1al cnsl,s ta: rKYIC The Corpogatlon S
Consequently, the -Corporation has. substant;al controi power to. KYIC ar;a.has to
recognize its investment loss or income based,ongthg,f;pgnel_al,s‘tajce,rne_n_t_s.of;the same
period. Accordingly, in 2001 and 2000 the Corporation recognized the investment loss
of $330,739 and $1,804,791, which includes the K¥I('s 1999 loss of $208 700-and 2000
loss of $1,596,091, respectively. - .- .ty £37 TLE R AR A g '

The stock price of - YLEC droped.-significantly;in-200];. therefore,. the .Corporation
recognized investment loss of $1,584, 382 based: on theyear—ended market prlce of 2001.

KR LSEocT sl RS NVE SV SO S Shs

R D PSSR
LTI 2 .
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The Corporation has prepared the consolidated financial statements to include the
entities of the Corporation and’CAC. For other subsidiaries, the total assets and total
revenues of individual subsidiaries, to which the Corporation owned more than 50%
- .‘shares, are less'than 10% of that of the Corporation, respectively. The total assets and
total revenues of all subsidiaries are less than 30% of the Corporation’s total assets and
. reveriues, respectively. Therefore, those sub51d1ar1 es’ financial statements are not
included in the consolidated financial statements.:. . ...

6 PROPERTIES N ET

il Yiry ,‘,- LA S 4 ".E'T‘_'.??!fj'!q 211 L ;lj FARP R N A e Tt
F R O A S AL I R y3 1 Costr .t iiAppreciation o~ Total
L0 i euTEn L earesmmpat oGl ot e b, e e

I P T S g b D Tey e T T T LT s e e Ty T, T

“‘Costand appreciation” "1 st 2nit o Sre

41‘

Land $ 6,764,647 $ 5 850, 597 $ 12,615,244
Land improvements 4,316,764 492,990 4,809,754
". Buildings and improvements 35,664,534 2,445,529~ ..Z38,110,063
Machinery and equipment 207,043,084 9,542,254 216,585,338
~ Transportation equipment 1,594,481, .= - 39,1867 131,633,667
" Miscellanéous equipment 2,651,344 135,299 ;v 2,686,643
258 034 854 Ty 18,405 855f :'276,440,709

Accumulated deprec:lahon SHER S g
Q 2?’_Land  improvements 2,489, 300+ 336 638 v 2,825,938
o ~ - Buildihgs and 1mprovements 11,899,016 1,398,209 13,297,225
_ Machinery and equipmerit: % - 1ifu 138,412,627 9,520,466: .1 147,933,093
e Transportaﬁon equipment 1,189,708 38,936 - - 1,228,644
-'—" oo Miscellaneous-equipment 2,056,427 35,256 12,091,683
- 156,047,078 11,329,505 167,376,583
-1 'Cbnstructions in progress 3,183,839 - 3,183,839
e TR e TR R 7+ $105,171:615°+§ - 7,076,350 .$112,247,965

©42000 P T T

Cost and apprec1at10n -

“Land " ©7 el $ 5,129,690~ % 5,850,597 - *$ 10,980,287

#0% Land improvements 320 vt 1 4,376,764 492,990 - 4,809,754
Bulldmgs and 1mprovements 35,432,748 2,445,462 37,878,210

- ~-£¥~ Machinery and equipmént =~ - 203,832,573~ 0 '9,661,524 1 213,494,098
Transportation equipment 1,569,793 50,279 1,620,071
Miscellaneous equipment - "% 2631889 . 35512 2,667,401

i 252 913 457 - 18 536 364 271,449,821

AU {"4: R

Land improvements fatole 2259 472 e 314 519 2,573,991
... Buildings and improvements o2 211,025,966 7 ¢ 1,298,262 12,324,228
=#%." "~ Machinery and equipment 130,292,989 - .9,074,231" - . 139,367,220
Transportation equipment 7 91,141,741 . 44,896 . . 1,186,637
_ Miscellaneous equipment '~ *- - 22009189 32579 __ 2,041,768
Lol o T 146,729,357 10,764,487 . 157,493,844
.. Constructions in progress 4,460,016 - 4,460,016
P e $110644116 $ 7771877 $118,415993
-15-




The Corporation constructed and acquired the properties with the financing from bank
loans. The information of mterest cap1tahzat10n follows: :

2001 .. _. 2000

Total interest expense : St T $2,886,755 0 $3,407,276

Interest expense capitalized (under cons‘ructlons o R U e =
progress) 153,942 183,446

Interest rate for capitalization 5.66% 5.86%

-~

In 1981 and 1994, the Corporation revalued its properties and patents in accordance
with government regulations, resulting in appreciation or increment of $17,662,343.
The appreciation ‘or increment, after deducting reserve for land value increment tax of
$3,370,813, the balance of $14,291,530 was credited to capital surplus. As of December
31, 2001 such capital surplus of $13,952, 356 has been transferred to capital account.

R RE S - Ee L e

f‘%f@THER ASSETS. . | - 8

’?.’““ is .‘ '”r

',,.
rs

2001 .. -, - 2000

s ’Rental propertles (Notes 2, 11 and‘ 16)
2.4 Land -atcost .
T ’Machmery a.nd equlpment at cost, less

. $2951652 51,316,696

accumulated deprec1ahon of $974,369 and AL frm
2ATn T $882, 798 respechvely _ 1,025,631 -1,117,202
TS SO it o 3977, _283 <-2,433,898
S Unamorhzed repalr expense ma;or repair for blast. _— ;{, L= i IRy
*firrnaces 7 ° . Y 114300 | 71,745,467

che_r :'-:,:_ - R —'t;.“."-’ -

e-$5.383,157 . .$4,500,797

The Corporation has leased its:partial plant property and machinery acquired through
NDID Fund loan to its subsidiaries. In 2001, the Corporation leased the recently
acquired land with cost of $1,634,956 to CSMC. -

Unamortized repair expense represents the expenditure for the nia}'or 'repéir‘ of No. 1
and No 3 blast furnaces, being amortlzed by the straight-line.methqd. ovex; 5 years.
LRIt TERE

8. SHORT-TERM BANK LOANS AND, @VERDRAFT»S 001 L. 22000

P fro SISO S SIS S E
Credit loans - due within 180 days, interestat i epriiinn crne Sy b
2.45%-2.56% p.a. and 4.6%-4.9% p.a. as of o
December 31, 2001 and 2000, respectively prosind flf,ZQQ,QOOh;,_ $ 2,500,000
Letters of credit - due within 180 days, interest at P S
0.33%-4.56% p-a.;and 0.69%-7:04% p.a., as of _,yuie57 000 o L
December 31, 2001-and 2000;.respectively i 172 961 .. 193,962
Overdrafts - interest at 2.65%-6.79% p.a. and $ernG e AR e

4.85%-7.2% p.a., as of December 31 2001 and 2009)!(;.{ ’r
respectively _ TN _LQA__&Z ___LEQLl

g 5017013 $ '2;2 33,033

I;-16’




As of December 31, 2001, the Corporation issued promissory notes of $47,595,900 and
pledged time deposits of $8,200,000 as collaterals for short-term borrowings. The
~; -, unused credit lines for short-term borrowings aggrégated about $53,886,229.

9. 'COMMERCIAL PAPERSPAYABLE - 2001 2000

o Coft:iﬁefciail"}.)’aber’sﬁ interest at 2%-3.47% p.a.and
- 4.79%-4.8% p.a. as of December 31, 2001 and 2000,
= respectlvely Tt $ 2,850,000 $ 1,100,000

Unamortized discount ( 6.748) ( 7,081)

gyt P

Bt $' 2843752+ $ 1.092,919

R EVRSPITE PUR L

10. LONG-TERM BONDS PAYABLE: ™= % - = " ggoye - p00g

vrinrt i
FIS 44N 1,., 0

gl year unsecured bonds issued at par in:”
November 2001, payable in NOVember 2006 g :

. interestat3.1% p.a., payable annually B ’$"'3,5:GO;000'5- g )
November 2001, payable in November 2006, S
interest at 3.0763% p.a., compounded seml-_' '_ R A -

- ==, annually and payable annuially T 1 500 000 -

R L TN oyt
: LRI SRR AL R

June 2001, payable in June 2006 mterest at 4 27% ' .
pa., payable annually, ‘¥ T T 5000000' S -
Cre December 2000, paya‘bl‘e i December 2005 interest” ) o
'~ at5.18% p.a., payable annually s, 000 000 * ' 5,000,000

July 1999, payable in July 2004, thterost at'5.09% pa.
, compounded seml-annually and payable ' :
annually e 2 250 000 =% 2,250,000
June 1999, payable in ]une 2004 mterest at5. 69% o
p-a., compounded semi- annually and payable - e -
annuaily , 7,750,000 - 7,750,000
December 1998, payable i in. two equal mstallment> - SR
...~ in 2002 and 2003, interest at 6.785% p a., ‘
" compounded semi- annually and payable Tt
annually ' 5,000,000 5,000,000
v o o=+ May 1998, payable mthree annuahnstallments ) o C
7 starting May 2001, interest at 7.4% p. a.,
compounded semi- annually and payable S R
annually C T 3,350,000 5,000,000
June 1997, payable in threé arinial msta]lments S e
. starting June 2000, interest at 6.5% p.a., o
< compounded sémi-annually and payable

s - - annually 1,700,000 3,350,000
- “March 1996, mterest at 6.88% p.a., repaid in S
;am - - March2001 . - 1,462,000
(Forward)
~17 -




4-year unsecured bond - issued at par in March 1999,
payable in March 2003, interest at 6.5% p.a., . .
compounded semi-annually and payable annually $ 5,000,000 $ 5,000,000

3-year unsecured bond - issued at par in July 1998,
interest at 7.3% p.a., repaid in July 2001 S e = __Q,QQQ,QQQ
740,050,000 39,812,000
Current portion X T g B85 00) (_Q.ZQZ,EMJ)
ST saa 00000 30,050,000
R PRI SRV e Taat
11. LONG TERM DEBTS : 2001 2000

Import equipment loans:
- Kreditanstalt fur Wiederaufbau - payable in ten, .
" “équal Installments from April 1997 to September
2002, interestat 6.4% - 6.99% p.a. . et Banaet
West Merchant Bank - payable in ten equaI
installments from October 1997 to Apnl 2002 I, o
interest at 5.38% p.a. R, ”; .I.:.-»i ) o 286287 ., 817,676
Sumitomo Bank - payable in ten equaI e S A
installments from August 1998 to Februaiy
2003, interest at 6.715% pa. ... - ‘1:7
Hitachi Zosen Corp. - payable in ten equal
installments from August ] 1997 to February 2002
interest at 6.99% p.a.
Nippon Steel Corp. - - interest.at 6.99%, p a{_, xeiiéid o
in November 2001 e : . 63495
.Mortgage bank loan on machinery and equlpment ST e
Payable through June 2004, float rate at 4.95% p.a.,
as of December 31, 2001 and 2000 respecnver " o
- (Note17) - *'50; OOO ' o -
Payable through March 2003, floatrateat ., '
4.95% p.a. and 5.25% p.a., as of December 31“ L
2001 and 2000, respectlvely (Note 17) ..2,050,000 " 2,050,000

. R T
Lo _‘/" PR

$...,1,9,z§,9.92. . $ 2,540,032

I AP A

TG ARSI

S 525 Ooo 827,500

‘.i‘\z

68 133 $7S 193,302

Payable through December 2003, interest ab T o
1.0466% p.a. and 1.05% p.a., as.of December 31, . S
2001 and 2000, respectively (Note 17) ) 698 360 © 756,600
Loan from National Defense Industrial Developmentm ' - ‘ R
Fund (NDIDF) - payable in annual installments from =~ = R

i,

July 1989 to June 2003; float rate at 5.60% p.a. and1 e Tt
5.88% p.a. as of December 31, 2001 and 2000 R ST e
respectively .

IR

{ \;.‘1.'& 01“7;; : E E

‘ ST 5,745,562 "' 8,292,396
Current portion A e ( _Z_._Z_&Q;QQ) ( _J.QQZ.QC”_S)

3455203 -'$ 5245363

/! Y
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'The Corporation assumed the balance of the loan from NDIDF and‘acquired the related

..., machinery and equipment. The foregoing loan is payable based on the depreciation

L charges ($146 305 and $144, 173 for. the years ended December 31 2001 and 2000,

' 'qtuantrty of alurrunum products sold and the profrt calculated based on the percentage

of such machmery and equipment ovér CAC’s aluminum operating machinery and

equipment, payable from July 1989 to June 2003. The title of such properties belongs to

NDIDF before the loan has been fully settled, and will be transferred to the

Corporation after the loan has been fully settled (the value of the properties repayment

percentage accumulated up to 100%). These machmery and equrpment are leased to
CAC (Note 7) and therefore, are recorded under rental properties. '

13 STOCKHOLDERS EQUITY 1 ™ /7 et i

A

a Preferred Stock R

. The holders of preferred stock have the following entitlements or rights:

N _14% annual di,_vid_ends yvith priority_over those of cornmon stockholders;

’rr'

L TS AT i
. . 2) Preference of payment m,succeedrng years of d1V1dends in arrears,

.....

R

e o N AR PR

Sy
‘ 3) Redemptron “of stoch A the optron of the Corporatlon out of " it§ retamed
earnings or the proceeds from iSsudnce of riew shares; ~7 17+ 0 IR
4) The same rights as common stockholders, except the rlght to, vote in the electron
of directors and supervisors; and - :

LTI e, T Lt*-ll

'5) Conversion of shares mto cornmon stock

b. Overseas depository receipts ‘ , o

In May 1992 and February 1997, the MOEA - ROC sold to international investors

20,537,550 units of Global Depos1tory Recerpts (”(JDR”) and 7,631,800 units of Rule
... 144A American Deposrtory Recelpts (“ADR"), each unit representing 20 shares of
“the Corporanon s common ’stock.” The’ deposrtory shares’ were 'iricreased by
3,174,567 units resulting from the caprtahzatron of retained earnings: In accordance
with regulations, the holders of GDR or ADR may request after holding for three
months, the depository to sell the shares represented by such'GDR or ADR in the
. domestic market., As of December 31, 2001, the outstanding depositary shares were
"17,467,133 "units’ Which™ equrvalent t0 common shares of 349,342,775 and
approximate to 4% of the issued common shares.

.
LTS T i
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e Treasury stock

EEED Y BE PTG U

“For the’ purpose of trans errmg some of the Corporatlon s stocks to employees, the
Corporation acqurred 150 000 thGusand shares of cominon stocks by $1,905,059 in

... 2001.  As of December 31 2001 these stocks has not yet been transferred to
' employees a

Poee R

Accordmg fo the Securrty Act the Corporatron can not purchase over 10% of total
issued shares. The total amount of purchasing shares can not be more than
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retained earnings plus paid-in capitals in excess of par value and realized capital
surplus. The Corporation’s transaction of treasury stocks conformed to the
regulation of the Security Act. Furthermore, the Corporation should transfer those
shares to employees within three years. These stock shares are deemed as unissued
shares if they are not transferréd in time, and the Corporatlon should regrsfer for
red‘ucuon_m‘_cepltal‘ These stocks can"no't be pledged and are not entitled to
dividends and voting.-

d. Capital surplus - ”

Capital surplus consists of: . . .

Revaluation increment on assets (Note 6) e $339 174 $&39 174
Long-term investment under equity method T 0 M
Gain on disposal of properties . .20514 20,514
Others 8099 1782

P S I S VO A o P e
[ IR LSt Cooovinsl Aol ;

R I8 PO F I R PR R 10 AT ETRRS ZUCRU VN,
Under relevant regulations, the capital surplus from revaluation increment on assets
can only, be used to offset a deficit. Capital surplus from long-term investment under
equity method is proh1b1ted from being “used.” The' cap1tal surpliis from gain on
;. disposal of Properhes can be transferred to retamed earrungs based on resolutron of the

_u o7 L]

most recent stockholders meetmg 1n ‘20'02

b . - ,
R IS A S s T SN BEEEMARPRLS IRFVILS

[
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e. Appropriation‘of retained earmngs A , L
S HESPINCE SAT A O RS S TS § I RN S S AP I

R S et T L R O & AR

The Corporation’s Articles of Incorporanon provxdes that the annual net income,

i g SO RN

less any deficit, shall be appropriated in ‘ordér as follows: -

1) 10% as legal reserve, until its balance equals the issued cap1ta1 stock

S

‘2)'.j TPreferred stock d1v1dends at 14% of par value, ' ' o

st : S '

3) 0. 3% and 3% of the remamder as compensatlon to d1rectors and superv1sors

Y

and as bonus to employees, respectwely, . N

The remamder if any, as bonus proporhona‘tel
! Ty i
common stocks. e

The Board of Directors shall propose the aforementioned appropriation of annual
income. If necessary, it may, after appropriating preferred stock dividehdsat 14%
of par value, propose to retain certain earnrngs as a spec1al reserve. These
_proposals ¢ shall be subnutted to the stockh" 'Id;ersfor approval )

The Corporatlon is requ1red to appropnate zlnnual earnmgs as spec1al Teserve for
the net debit balance resulting from the adjustment items to thé stockholders equity.
The Corporation may release that portion. of earnings from such special reserve
when that debit balances are partrally or fully reversed '

-20-
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Under the Company Law, legal reserve may be used to offset a deficit or when the
¢ reserve has.reached 50% of paid-in capital, up to 50% thereof'may be transferred to
capital.

The life cycle of the Corporation’s steel industry is in the phase of stable growth,
the aforementioned appropriation of-dividends and bonus shall be more than 75%
in cash and less than 25% in stock. However, subject to the need of development of
the Corporation and working capital, the Corporation may decrease the
appropriation of cash dividends.

‘_ FaeBn SV, TN TR DRI S S T

[

f. Imputahon tax system DUiEie TILLET T g
RESERE £ B S S TP
e Under the Irnputatron Tax System, domestic stockholders are. allowed a tax credit
w217 for thé‘income_tax paid by the Corporation on earnings generated in 1998 and
onwards. Non-resident stockholders, including the overseas depositsory receipts,
are only allowed a taxsréetlif frotiv the. 10%-income ‘tax on-undistributed earnings,
. =22 . which can be used to deduct the withholding income-tax on d1v1dends pard

Bosa o ow i

H " As of December 31, 2001, the balante of theslzputation. Credxt Account (ICA)

Z:i ;~_aggregated .$1,485,002 equivalent to 18.26% of undistributed.,earnings for 2001.

1z ' _This pércehitage may change depending on the balance of the ICA on the dividend
dlstnbutron date

,“-...,,;‘_ . - \ P . K P P | L,- N
Ind ] L. o TS REES IO co iy

s T ;

. _InJune and September 2000, the Corporahon distributed 1999 earrungs, and the

 "Ll.ratios of tax credit allocated to stockholders for the aforementioned cash'dividends
and stock dividends are 9.35% and 14.11% , respectively. In July 2001, the
Corporation distributed 2000 earnings, and the ratio oftax credit allocated to
stockholders is 19 89%

. -
>~ P~ _T . ; Y

NS 5 S UUEER s e o : [
i - x ) N 7

As of December 31 2001 undlstnbuted earmngs from 1997 and backwards
amounted to $54,611, which is not subject to the application of Imputation Tax

System.
T N R U SR IS VI AL S . . Do e
SSYINCOMETAX i 200 2t oy o e 2001-‘ fo - 2000
Tax on pretax income at statutory rate (25%) $2 101, 700 $5,401,387
s Add (deduct) tax effects of 4 temporary dlfferences o o
SO Deprec1at10n F s b co 492 597 . 716,344
D Tnvestmeént income & Aet” RS -7 ST ( 617,619) ( 511,581)
Allowance for loss on invefitories= -~ .+ -7 - ..o (L 7 60,422) (. 49,339)
Realized forelgn exchange loss - net ( 93,373) ( 64,152)
— Lo _Others "2 . : (___35958) (__131,783)
Income tax payable 1,786,925 5,360,876
Tax*beneflts from investment tax credits oo .798,664) (- 1,848,393)
"2 Tricome tax on mterest income with segregate taxation 42,389 101,487
{Forward). -l
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Income Tax on undistributed earnings $ 274949 % -
Deferred tax _ .. ( 107,786) ( 577,691)
Prior periods’ adjustments (__250,764) (.. 12,267)
Income tax $ 947,049 $3.024012
Teriafn Teest e r it e S
Deferred income tax assets and liabilities-are as followsz« © - -- - pvse oo
o SV ‘)..").“';, CAte .r‘"’;:,[: e T e e B ¢
f.,l.;;:;‘f':', PR B 2001 - + 2000
Fjl‘;”‘f!if)."w'i,:‘ Do i RTINS
Current-deferred tax assets (under other current assets)
Deferred income tax assets FrDbe L TR L UL
Inventory value declined loss $ 33963 § 94385
o L8, Others ': A Tearet R - 2".‘{“1]3‘:1: o r)' i —"’14:11271".1|JA : 61553
S U TR P SO ::5::5“':; O DRV SR TH s B o+ 'Jr,{ o, . 45234y . 1100938
: Ry e mseonS ruDua. . oeniorbicotz tasaen s o S TETRI
nN oncurrent—deferred tax’ 11ab11mes (underf otheJ: h&brh;tles)
i«Depreciationdifference - . -  cwurdi unbel ( 4294 511 ( 4554 127)
Deferred income tax assets
: . Unredlized forelgn exchange: 1055'\ S EE I 32,76,6 i, .0 126,139
i Others LortESrae v o i .\5‘«. + 5,573 . 8,326

RS B S L. ")sz AU I P

oo e nc38330 it 134,465

Y PSS TRia FA R F

Net deferred tax liabilities-Noncurrent (_4,256 172) ( 4 419,662)
TR q_q L gkl R IR (T T ey ADN0 el e - i
- Totaldefeired mcon}ei T f o i i §452;0!9§8)J( $4,318,724)
.‘ Ineeme ta>r payable is net of prepald ta;es n e RO ! ) ‘: ,
Income tax returns through the year ended December 31 199’8 frarve beerl exammed by
the tax authon‘aes wie b Y E ;
14. PENSION PLAN

The Corporation has a pension plan covering all regular employees which provides
pension benefits based on length of service and average salary for six ‘months priorito
retlrement '

SE peln e hgIait Ly n L R TR

The Corporatron makes contributions; equal to certam, percentqge of salanes, to a

pension reserve fund which is administered by, and deposited with the. Central Trust

of China in the name'of the employees pension reserve fund admmlstrauon committee.

The changes in the fund are summarized as followSiy: 120y 2o omyr
» | L T i ta T A N W S L L

2001. .. 2000

R ST LD e

AU S L

Balance, begmmng of year ot sttt 185,563,997, 54,731,396

Contributions. R L T LR S b AT oY et 10841095 . ,,8.47 203

Interest income 383,699 -

Payment of benefits ( 53,646) (. 14,602)

Balance, end of year $6,735145 $5.563,997
“2.



The Corporation also makes contributions, equal to certain percentage of salaries of

management personnels (Vice president and+above),.to a pension fund which is

"' -administered by, and deposited with the International Commereial Bank of China in

' . the name of, the officers’ pension fund management committee in August 1999. The
" changes in'the fund are summarized as follows: ; :

2001 2000
Balance, beglrmmg of penod S 17350 $ 9,965
.1 ~Contributions . St L Lt et e i e 2,746 6,866
Interest income = .. e .»:,,xZ,%:,m;;. S g .. 840 -~ . 519
Payment of benefits : ( 4,474) -
Balance, end of period o a0 18 16462~ § . 17,350

_ Pensioniinformation from the actuarial calculation are as follows:. -..:, .. v

e 42001, 2000

a. Pensioncost : . -, e e .,:;:-,, N
Service cost 0 N $ 927 329 $ 900,944
Interest cost R I T TR -3\; - 319 739 . 256,365
Realized,zeturn on plan assets T (J ;,328 265) ( . 243,449)
Gain on return on plan assets C e (o 54417). (- 74,502)
Amortization S AP 11295) (, 18.600)
Syt VLA ye e T
Net Pensiori Cost ;:-.;._;‘ e e ;s____ago=m‘ N M@
LS N @ e, Al
b Reconcmahon of the funded status’ of thq plan and e ¢ e e
-~ accrued pension-cost GOV eitgn e e T __;_.,';_5‘,."
Benefit obligation R e - e
i Vested- L s e, 701 $ 76564
Dew o+l Nonvested e T T 4.243.6!;3_ - 3,027,515
carg 0 L Accumulated S . 4,335,404 = . 3,104,079
feewn T oo Additional benefits based on future salanes 2,554,475 .. 2,236,759
Pro]ected e 6,.88_9_,'879 .. 5,340,838
Fair value of plan assets . (_6.993.420) (_5.947.696)
Funded status . . 4+ owe ( 103541).(  606,858)
Unrecognized net asset at transition 119,199 128,735
——. \“Uniecggrﬁzed_ne;t actugrial gain — 137604 __619.389
e B R - LTI
Accrued pension liabilities (under other current .
“~I1abﬂ1t1es) : ‘ skl $ 153262 . $ 141,266

TheY dlfference betvyeeng the pension fund and the fair value of plan .assets as of
~December 31, 2001 arid 2600 mainly represents accrued interest income of the fund.

. ¢. “Vested benefits 1T w5 $ 94379 § 81,867

= T et

(Forward)
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d Actuarial assumptions : , L
i * Discount rate used in- determmmg present S SR

values o S e B0% . 6.0%
Future salary increase rate ~v:.¢ “.r.t oot s . 40% ... . 45%
Expected rate of return on plan assets ... .-+.5:. .. 5.0% ¢ 16.0%

15. EARNINGS PER SHARE
Convertible preferred shares were not included in the calculation. of :eafnirfgs per
common share because such shares are not considered as equivalent common ghares.

| . ERRR

16- RELATED PARTY TRANSACTIONS

a. Related part—i'e"‘s’ . coe o tarirn s pabiaurtng el g f-“‘;Rel"ationshij A
-4~ -€; S, Aluniinum Corporation (CAC) Investee
China Steel Express Corporation (CSE) Investee . 7
___ China Steel Chemical Corporation (CSCC) Investee. v
"~ China Steel Global Trading Corporation (CSGT) Investee:: ..
i ' Chma Hl-ment Corporation (CHC)  -4= rulr .o nidnvestee
s China Ecotek Corporation (CEC) crsass "‘»S'r‘n'i 1 Investee
"1 ChinaSteel Structure Corporation (CSSC) Irivestee: "
.. Info-Champ Systems Corporation (ICSC) Investee
"~ ..ChinaSteel Security Corporation (CSS) e T Investee
Yieh Loong Enterprises Corporation (YLEC) Investee
China Steel Machinery Corporation (CSMG): #i.7ii# " Inviestee s+ -
WABO Global Trading Corporation (WGTC) . Substantially owned
Chung Mao Trading (BVI) Corp. (CSGT-BVI) 7 Substantially owned
~ Mentor Consulhng Corporation (MCC) Substantially owned
~ Ornasteel Enterprise Corp. (M) Sdn. Bhd (OEC) " Substantially owned
Universal Exchange Inc. (UEI) -#1: Substantially owned
" - United Steel Engineéring and Construction "'+« .»"Substdntially owned
Corporatlon (USECC) Lo
b. Significant related party transactions: R

R Y I I T
I i.’ii’zo@ll’u D PRY P 2000
Amount _‘Zo_ Amgunt %

Sales Lot o 1) estiuirie;
CsSsC .- - $1 468, 761 2 ; $1 563 257 2
YLEC 3,881,438 4 1,143,162 1
OEC ST A R A R 24288;‘702 23 2,140,910 2
Others ' C R A B < V ___1 1.752:0 _2

A0 - $6599,365 __7

(Forward)
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—.— .- Purchases
_ CAC $1,604,718 5 $1,630,207 4
~"' " Others - 479949 _1 __836419 __-
e L L $2084667 _6 $2466626 _4
- _Sales to and puichases from related parties are made under normal arms-length
terms. '
R AT L L AN S
L ase Qf land
G s T TR iR UORIITIL LD b s alns sl T .,

The Corporahon lea$es “its ‘1&nds and 'bmldmgs to- CAC CSSC CHC,LCSCC UEI
and CSMC. Rentals are calculated based on 4% to 10% p:.a: of:land. value as
published by the government. The related information of the leasmg is as follows:

AT R I TR

_&nﬂl_ncme___

P Tl el T e atsle e mniee ~Expiry'Dage: < 2001 o =01 2000
Petacie b ed 00 2 ond Leirmrma U0 e UL s 3_."@_'- L D e
CAC February 2016 $7 24 815> $ 23,574
CSsC May 2018 15,738 15,626
CHC April 2012 s o534 e 4,740
o CSC_C December 2010 6,509 4,364
COL R LS v e D 2univise st me ""A‘Septé'mbé‘r‘ 2003« - 7 32580 T -
Others ~b i s Decerriber 20017 L2 2 Lo 618 469
$ 56,072°.:$ 48,773
37" Ledsé of macHinér d eqii = SIS .

TEURSEE vesinaer oten o ARl s MO o oe
The machmery and equipment acqun‘ed thfough NDIDF loan were Ieased to CAC
under a contract expiring in February 2011. Rentals are $22 500 each for the years
ended December 31, 2001 and 2000. : : -

£i7% i LThe Corporation'leases its storage tank and transportation canal lines to CSCC.
The annual rental is based éri-consumption indices of living in Taiwan region. The
leasing contract will expire in December 2003. Rental amounted to $18,509 and
$15,847 in 2001 and 2000, respectively. = - . _ . R

IR s P! P "
The Corporation engaged CSE in the shlpment of its 1mport raw materzals and
exporting products. Transportation fees are calculated on the agreed formula
based on standard transportdtioniprices and oil prices. The transportation fees
’ amounted to $5 724,418 and $5,435, 296 to CSE in 2001 and 2000 respectlvely
EISVINNEE R AT AN s I R DrTe e T
ST pgrt-export servgcgg el CA RN R

. - S e e e ROT L .,
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The Corporation engaged the export and import services to the related companies,
with service charges and commission as follows:

95




‘Tespectiveély:

_amounted to $116,783xand $115,939, respectively.

2001 2000
WGTC $ 130911 = $ 197,074
CSGT 122,523 153,785
CSGT (BVI) L 89,067 122,291

CatatiniaT

a oy ees, 0 9.0342,50% .o $ - 473,150

-
HESS

Furnace slag transportation and clearance services

[ B et
[P TR .

The Corporation engaged CHC in furnace slag transportation and clearance

"'services: Charges ins 2001 and 2QOO amounted to..$446; 937 and . $241,151,
: respechvely y s - :

e . A
»J,‘ FERRa H

Operatron assrstance services

N _4.-r o

o T The Corpqranon engaged:CSSCin rolling out of plate steel and evaluating of scrap

steel services. Charges in 2001 and 2000 amounted to $122,584 and $156,381,

RN

AT R

Secu‘ritzy ‘services .E i R
P e - - “a

The \,orporahon engaged CSS iin.the security services. Charges in 2001rand 2000

'
W

ot

¢ JFactor of notes receivable

The Corporation sold certain notes reeeivables, to- MCC. without recourse, with

amounts of $2,615,582 and $3,336,759 in 5001 and 2000. The related interest

expenses are $57 916 and $81,8161 m 2001 anerOOO respec;nvely

s ere [ - e A T i L
PR 5 NP T Lo L DA ER S S P B T A R )

Coke breeze processmg It . -

s PR

. The Corporation engaged-CSCC in processing of coke breeze Charges in 2001 and
2000 amounted to $58 379. and $89 854, respectrvel.y ;

R T o

Recvcled Iesources neap operatmg s 008 Lo

The Corporation engaged CEC in operating of,recycled .resources, neap and
vacuum car cleaning operation. Charges in 2001 and 2000 amounted fo $43,249 and
$39,713, respectrvely et oL i BED bepRimm rnoen

b =
PEESRAR I

Mamtenance and constructron of DIOIDEIUBSa s,qﬁm - f

ERC chAd a8 JIT 0 e
The Corporatron entered into contracts with USECC CEC and CSSC for the
maintenance and construction of properties. Maintenance and .construction

charged by USECC, CEC and CSSC are summarized as follows:

3 il .
RNV "Cf sl
l

aoel
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Maintenance expense
L7 CEC . wm;:, e e
TGS CSSC T DT
USECC

Construction charges (under Constmctlons in progress)
A .'_“,",‘ CEG: . tidie.. 2 RN TN P
EAECHANNE CSSC.A'Wizf;JJEEf;hy:JF~

USECC

2001 .

" e

$369,002 |
7130,723
_102.834 -

602,55

1 $299,616 .-
. 59,497 ¢
366482 -

2000

$406,217
147,951

$554,168

'$560,130
6,479

Lk g $725,595:- 66,60
R :—f“'[nfgzz_l_nauon teg;-hno‘lo‘gy SEFVHCE 17 T T T L Lens e gL et e

B T L 3t e . o e
LR I RS . s FEER : . RPN LS I T o

The Corporanon entered into contracts with r]CSC for the management and
supporting of software. The contract will expire in April 2002. Charges in 2001
ramounted to'$110;980:::TheCorporation purchase the computer ‘mainframe and
peripheral equipment from ICSC amounting to $172,788 in' 2001...:

“"i’f’?B‘al'a“nc-Ee’at‘y"e;’a‘giend,-‘;7;i':;i‘;:: o L A S e L AP I JRSTe L
T B T e st g, Vi a0 e v Decembey 3k -
2001 2000
S R N IR A LT ST EPIN A__ ount mount * %_

e gmar p . S - FEEN . Eeimpes =winre grirr trieeope . e - - P
TR S : EEE U VR RRTS Sl DO SRS SR oo AP U S L P

------ At ot Ty e R T T

PUORG e Recelvables s Doeeminn o C
SN OEC | w0 & ald et oo o T8127,044 0 -
P s OYLEGe ocom et Rniieeas o een 09322300 o
" CSCC v ool Tl L L 44,844

§ o412
116,910
54,878

“NN@\]{
L—‘())\ll

- e . Other§ s o oy e e D B7 4250 12,010
A oty Liane oz A s S o : e

$302.236 1 $184.210

Payables
CSE $164,110
) CAC 42,217
preriee LiuiOthers 4o Telut unibvsies o C 5,015

-$229,262
59,521
3,222 g

§ 292!Q§2

| =
1 W WO o

k
N

$231,342

. f;§

.17. PLEDGED ASSETS. - S AV

L hy i, J s ST,
a. Time deposits of $8,231,396 and $7 646,086 as of December 31, 2001 and 2000,
"7/ respéctively, are pledged as “collateral for bank overdrafts (under pledged time
. .=t deposits and other assélts). LUl g

u‘
N
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19. FINANCIAL INSTRUMENTS o

b. The Corporation provided 20,000 thousand shares of CAC’s stock as collateral to
China Development Industrial Bank (Corporation’s director) for obtaining the
credit line of borrowings.

c. The Corporation provided machinery and equipment with book value $9,291,347
+. and $7,192,541 as of December 31, 2001 and 2000, respectively, as collateral for bank
long-term credit line.

18. SIGNIFICANT COMMITMENTS AS OF DECEMBER 31, 2001

S5 b ‘nm.*- AN:'::;'“'(

~ a.. The Corporation entered mto several constructxon contracts, w1th the g—uarantee of

$987,474 granted by International Commercial Bank of Chma and Central Trust of
China. - :

- .b. Unused letters of credit of $4,230,000.

c. Contracted annual purchases for 7,500,060 imetric: tons of .coal; 15,000,000 metric
tons of iron ore, and 2,800,000 metric tons of stones over one, three or ten years at
pnces negotlated every'year Clw e 0L T oy ey e

.o 3
DTN RS LT T

--d' xThe Corporatlon prov1ded guaran’cees on Ioans~ fof TEM»expanslon project

amounting ta $222,578.. « ¢ wouivnan s P o frmen i o b b

e. The Corporation provided guarantees to Kaohsiung Municipal Government on
__._rapid transit construction contract for KRTC amounting to $1,500,000.

R

f. * The I:Cerpc)._r:égien’e:_em_plc;yees filed lawsuits against the Corporation that their

seniority compensation was not calculated in accordance with the Labor Law when
the Corporation privatized in April, 1995. The claimed amount aggregates about
" $125,000 plus interest... The Corporation failed the lawsuit in the preliminary
judgement by the Court. The Corporation filed appeal for the;judgment on that
-'ground that the Corporation calculated the compensation in',accordance with
_ related regulations’which has been approved by government.- The Corporation’s
management believe that the final judgement will be favorable to the Corporation.

< e

As of December 31, ZOOI_ and 2000, the outstanding balances Q‘fj,,fomard exchange
contracts were as follows:

a. Contract amount (or nominal principal) and credit risk

2001 2000 <
Contract Contract
sl Amountaoe 70 v, coAmount
‘ L et (Nommal ’Credlt (Nommal Credlt
Financial Instruments Principal) : B;slg Principal) .. _Risk
Forward exchange contracts $445929 $ 8961 $736,015 $ -

-28-




~ The credit risk is a loss that occurs from the failure of the counterparty to perform

according to the terms of a contract. The aforementioned amount of the credit risk

Wit .comes from the aggregation of positive fair value as of balance sheet date after

being- offset under the master netting arrangement. . The counterparties are

“#i. - reputable and'the Corporation does not expect to be exposed to s1g-mf1cant credit

risks. S ST IR NS T

b." ‘The Corpdration ‘enters into transactions-of forward exchange contracts in order to

hedge exchange rate risks:of-net:foreign currency assets.orliabilities. -The gains or

losses from the change in the exchange rates are mostly offset by the gains or losses
'from the ‘hedged items; so'the price risk is not s1g1uf1cant

- £

frrls “f:" RN N S AR S 1o LR Lol O TS BRI PoR
C. The outstandmg forward exchange contrécts ‘as of . December 31 2001, -will due
before June 30, 2002. Estimated cash inflows are US$12,777 thousands and
i estimated cash outflowsare! #400,000 thousanids and $331,717, respectively. The
" 1" Corporation has suffidiétitowirking capital to meét cash demand: ‘Therefore, there
is no liquidity risk. The exchange tates of forward exchange contracts are certain,

and therefore, there should be no material cash flow risk.

ot

e f

d. The derivative financial instruments held by the Corporation are not. for trading
N purpose but mainly for hedging the exchange rate risks from the foreign currency
BTN rights of obhgahons - The Corporation’s strategies are to-hedge most of ‘price risks,
so the Corporation chdd3es-these derivative financial instruments with-negatively
_high relation with the changes in fair value of hedged items and evaluate the
LA strategies periodically.

el Fé?ward exchanige contracts resulted in accounts receivable of $8,149 and-$14,822
° --as of December*31, 2001 and 2000, respectively, and net exchange gams of $28,535

B -and $1,315.112001 and 2000, respectively. -

' ~"As of December 31,: 2001 and 2000, the estimated fair values of financial instruments
are as follows:

0o

2001 2000

Carrying Carrying
Value Fair Value Value Fair Value
Non-derivative financial instruments
Assets
Cash and cash equivalents $ 4302175 $ 4,302,175 $15,161,618 $15,161,618
Short-term investments 12,206,524 15,294,466 7,207,497 12,125,517
Notes receivable 144,794 144,794 327,427 327,427
Accounts receivable 1,815,944 1,815,944 1,727,905 1,727,905
Pledged time deposits 8,200,000 8,200,000 7,600,000 7,600,000
Long-term investments 35,026,411 35,911,042 34,504,547 34,160,733
Liabilities
Short-term bank loans and overdrafts 5,947,913 5,947,913 2,933,033 2,933,033
Commercial papers payable 2,843,252 2,843,252 1,092,919 1,092,919
Accounts payable 2,441,818 2,441,818 2,426,340 2,426,340
Long-term bonds 40,050,000 43,395,620 39,812,000 41,657,073
Long-term debts 5,745,562 5,745,562 8,292,396 8,292,396
Derivative financial instruments
Forward exchange contracts - purchases 3,409 5,918 14,822 ( 2,999)
Forward exchange contracts - sales 4,740 3,044 - -
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20.

The assumptions for estimating the fair values of financial instruments are as follows:

a. The carrying values of cash and cash equivalents, notes receivable, accounts
‘receivable, pledged. time deposits, short-term bank loans and overdrafts,
commercial papers payable and accounts payable approximate fair value because
of the short maturity of these instruments. ) ey

b. The fair values of short-term- investments: and.'long-term -investments are
determined on market values or net equity, Valuesj: DL et G
‘ * . . IS i ! 1
c. The fair values of long-term liabilities: are - determmed on- the estimated present
values of future cash flows; discount rates are the interest rates of similar long-term

‘ debt avallable for the Corporanon wan s Beson ..::»""’ JrEinie "

. . e . [ . .
{DTVRIRNINE S8 ¥ PN oo §

e

d. The fa1r Values of forward exchanée contraets .are calculated usmg the swap rates
. published. by Bridge Information Systems- (H,ongxxong) Lumted Taiwan branch,

-, .and forward rates of forward contracts soonirs ol aap

P AR SRR N A M 'J Lot et {0
SEGMENT INFORMATION CIENR I EA IR : 3 .
' L l T T ¢ : Te ~'r.:~1 L ; i '»" LRSI T AT

: :The Corporanon operates entlrely in one mdusbxy segment.~steel., Inrpompllance with

-..SFAS No. 20,-the d1sclosures for export mformatron are.as follows R

R T ' P N PP L f& oot ey inoT oy

2001 iy, 22000

. Southedsterni Asia .. (bl g, e 514,868,404 0 $16,401,974

" " Northeastern Asia... .- . . . . ;7o

-- 6,977,982 . . 10, 188 676

Other areas

e A 2823 32§5822 27!75§57§
% to total sales 28 @

sintinern b

L. [ B T
d : afein
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